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Introduction

Purpose Statement

America’s grain handling system is a dynamic industry faced with a
growing list of challenges. In this complex grain handling system,
country elevators are at the furthest upstream point in the grain
marketing channel. These firms typically represent the initial point
of product sale by grain producers. They purchase, condition, and
store grain then market it to a variety of processing and exporting
firms. Issues such as identity preservation and changes in the
market structure due to the increased demand for corn as an ethanol
feedstock are part of the challenges faced by firms in this
industry. Specifically, in the past year, COVID-19 has pressed the
industry with new challenges as well, ranging from limited customer
interaction to an increased demand for labor.

The primary focus of this research is to determine the marketing contracts
grain elevators offer to their customers and the extent to which these
contracts are used by the elevator’s customers. Additionally, the
types of grain contracts offered, and grain receipts received are compared
with the firm’s business organization, storage capacity, size of customer base,
and more.

As with most sectors of the agriculture economy, the U.S. country
grain elevator industry has experienced considerable consolidation
and concentration. In the same manner, the country elevator’s
customer base (grain producers and landowners) has also changed
rather dramatically as grain production takes place on fewer but
larger farms every year. The profitability of operating a country
grain elevator is directly related to the volume of grain the elevator
purchases over a marketing year. Since the basic services
offered by each grain elevator are very similar
(purchasing, conditioning, and storing grain), elevators attempt to
differentiate themselves from their competition by offering
customers a variety of grain marketing tools. These tools range from
basic cash contracts to the so-called “new generation grain
marketing contracts”.
As a state, Illinois ranks as the second-largest producer of corn and
the number one producer of soybeans in the nation. The types of
marketing contracts offered by Illinois grain elevators are likely to
reflect the contracts offered by grain elevators across the Midwest.

An additional component of this paper will be a comparison of 1994, 2006,
2010, and 2016 studies on the use of different marketing contracts.
A final and largely intriguing aspect of this project asks grain elevator
managers how COVID-19 has impacted their business and the
challenges that they will likely face in the next five years.

Methodology
An IRB approval was obtained to collect data from the members of the Grain
and Feed Association of Illinois. Grain elevator managers of 564 facilities
received our request to participate in the project via online and mail surveys.

Results
We have emailed out the online survey and a follow-up reminder, as well as
one round of physical mailing. We have a received a combined response rate
of 33.5%, with 30.5% of the respondents indicating consent to participate. It
should be noted that many mail-in surveys were partially completed,
resulting in each individual question to have varying response rates.
Of the completed surveys, 61% of respondents indicated that their facility
was the headquarters of the company, and 39% responded that their facility
was a branch of the company.
BUSINESS ORGANIZATION TYPE

Age of Respondent
Years in Grain Elevator Business
Number of Facilities the Company Operates
Storage Capacity of Facility (bushels)
Storage Capacity of Company (bushels)

Average
51.1
25.1
8.6
3,020,478
20,061,130

References
Patrick, K., Kuhns, R., & Borchers, A. (2016). Recent Trends in U.S. Farm Income, Wealth, and Financial Health. Choices
Magazine, 31(1). Retrieved from https://www.aaea.org
Schafer, S. (2019, March 19). Grain Elevators Face Uncertain Outlook. Retrieved February 2020, from
https://www.agprofessional.com/article/grain-elevators-face-uncertain-outlook
Spaulding, A. D., Maria Boerngen, and Michelle Kibler (2016). Marketing Tools: A Survey of Illinois Grain Elevators.
Stone, R., Warner, C., & Whitacre, R. (2011). Grain Marketing Tools: A Survey of Illinois Grain Elevators. Retrieved from
https://legacy.farmdoc.illinois.edu/nccc134/index.html
USDA National Agricultural Statistics Service. (2017). 2017 Census of Agriculture. Retrieved from
https://www.nass.usda.gov/Publications/AgCensus/2017/Full_Report/Volume_1,_Chapter_1_US/usv1.pdf
USDA-NASS & Rabobank. (2018). Figure 1: On-Farm and Off-Farm Increased 14% and 24% in the Past ten Years,
Respectively. photograph. Retrieved from https://dam.farmjournal.com/m/7a488c2d401e1493/original/Rabobank-ChartGrain-Elevators.png
Whitacre, R. C., & Spaulding, A. D. (2007). Grain Marketing Tools: A Survey of Illinois Grain Elevators.

S Corporation
Limited Liability 8%
Company (LLC)
10%

Other/Unsure
2%

Corporation
17%

Sole Proprietor
28%

Cooperative
35%

The average percentages of grain receipts by commodity reveal the corn
and soybeans are the top two commodities. Responses were only
calculated into the average if the respondent indicated that they do
receive the commodity at their facility, as many facilities do not have
receipts for each commodity. It should be noted that five respondents
indicated 100% corn receipts at their facility and two indicated 100%
wheat receipts. Additionally, three respondents indicated that they
receive grain receipts for oats, and one respondent indicated grain
receipts for sorghum.
% of corn receipts
% of soybean receipts
% of wheat receipts
% of other receipts

69. 9%
27.0%
6.7%
3.5%

The non-GMO crop was in the portfolio of 20% of the respondents.
Non-GMO
Food Grade Corn
Certified Organic
Other

20%
2%
1%
1%

The most popular marketing tool offered and utilized by customers were
forward cash contracts and cash sale with deferred payment. The 2016
study showed spot cash sales and basis contracts as the top two tools
offered by the elevators.

Forward Cash Contract
Cash Sale with Deferred Payment
Basis Contract
Spot Cash Sales
Delayed Pricing Contract
Hedge-to-Arrive
Automated Pricing (Averaging) Contract
Minimum Price Contract
Managed Hedging Contracts
Maximum Price Contract
Cash Contract with Buy Back Option
Combination Contracts

N
137
137
135
129
127
119
87
83
60
47
30
28

Offer
97%
97%
96%
91%
90%
84%
62%
59%
43%
33%
21%
20%

% of
Customers
Using
62%
45%
18%
70%
19%
32%
8%
19%
26%
11%
9%
23%

The final question of the survey asked respondents how COVID-19 has
impacted their business. There were a variety of responses with varying
magnitude, but roughly 78% of respondents indicated that COVID-19
has impacted their business in some way, even if it was very minimal.
22% of respondents indicated that COVID-19 has not impacted their
business at all.
The grain industry changing and the failure of an elevator to offer
customers a variety of marketing tools could likely put the firm at a
disadvantage to its competitors. Results of this survey will be beneficial
to grain elevators that are challenged by the changes in agriculture and
grain marketing specialists.

